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Vaulting into the front ranks of the nation's telecommunications industry,
long-distance carrier WorldCom Inc. said Monday that it will acquire the local
phone operator MFS Communications Co. in a stock swap worth about $ 12.5
billion.

Though their names are little known outside the telecommunications industry,
WorldCom and MFS--when merged into a new company dubbed MFS WorldCom--will be
poised to compete alongside AT&T, MCI, Pacific Telesis/SBC and a few others as a
full-line telecommunications provider that can offer a broad range of local and
long-distance telephone services as well as access to the Internet computer
network.

"Rarely in business do you have the opportunity to bring together the premier
growth companies from key segments of an industry," said Bernard J. Ebbers,
president of WorldCom, which is based in Jackson, Miss. "We are creating the
first company since the breakup of AT&T to bundle together local and
long-distance service carried over an international, end-to-end fiber network
owned or controlled by a single company."

Monday's transaction is part of a sweeping consolidation and reorganization
of the communications business set in motion by a landmark deregulation law
passed earlier this year. Eventually, these changes should mean lower prices and
more choices for both business and residential phone customers--though some fear
the creation of a small number of giant firms could ultimately stifle
competition.

WorldCom--which this year mounted its first high-profile national advertising
campaign, starring Michael Jordan as its spokesman--has grown into one of the
nation's largest long-distance companies by making 40 acquisitions over the last
few years.

The acquisitions, which included the purchase of WilTel Network Services last
year for $ 2.5 billion, were carried out with the help of WorldCom's billionaire
chairman, John Kluge, who was once a major WorldCom stockholder through his



,-""".

--.

Metromedia Co. Kluge's company sold its stake earlier this year.
MFS, an S-year-old company originally named Metropolitan Fiber Services, has

built local phone networks in 45 cities that mainly serve large business
customers. It's the largest of about half a dozen companies that compete with
the Baby Bells to provide local telephone service.

Together, WorldCom and MFS will be able to offer business customers "one-stop
shopping" for a full range of local and long-distance telephone services. And
they will also be able to offer access to the Internet through the network built
up by a company called Uunet, which MFS acquired for $ 2 billion earlier this
year.

All the big players in telecommunications are scrambling to offer a full line
of services in the wake of the new law, which allows local phone companies to
offer long-distance service and vice versa. The proposed mergers of SBC
Communications Inc. and Pacific Telesis, and between Nynex Corp. and Bell
Atlantic Corp.--both announced earlier this year--were driven largely by the
desire of those companies to make a powerful entry into the long-distance
business.

But these Baby Bell telephone companies will have to wait for more
competition to develop before they can begin offering long-distance services.
GTE Corp., meanwhile, has already begun to offer both--and WorldCom won't be far
behind.

The merger doesn't directly affect residential customers in the short term,
but because new competitors tend to skim off their business customers, the Bell
companies may try to raise residential individual phone rates to compensate.
"Business customers are the source of 50\ of Bell company profits now,"
communications consultant William Davidson said.

And beyond the short term, the proposed merger represents a change in
technology that could have a profound effect on phone bills. Telephone
companies, as everyone knows, charge by the minute for service. There are night
and weekend rates and various special discounts, but pricing phone calls has
always been time-based.

However, the advent of fiber-optic capacity and Internet services could
change that. WorldCom and MFS already offer some flat-rate service to their
business customers, as do the major long-distance and local carriers. As
technology moves forward, the speed with which computer data and even video can
be transmitted, makes charging by time a losing proposition for the service
provider. So flat rates will tend to become the norm.

And those innovations, first appearing in the business world, will set a
pattern for consumer pricing in future years.

Analysts were divided Monday as to whether the WorldCom-MFS deal makes
business sense. Darrell Edmonds, an analyst at Bear Stearns & Co., estimates
that deal could save WorldCom as much as $ 400 million a year in telephone
access charges it pays to other local phone companies.

"There are significant synergies in this deal that make it very attractive,"
Edmonds said.



But other analysts were not so sure. WorldCom currently sells bulk
long-distance capacity to some local carriers--including GTE--and those
customers might not like doing business with a competitor. Similarly, MFS does a
lot of its business selling local circuits to long-distance carriers, who use
them to directly connect with their customers.

"I don't think this is a good merger at all," said David Goodtree, a
telecommunications expert at Forrester Research in Cambridge, Mass. "Before,
AT&T and others were quite willing to invest in MFS. Now I'm not so sure."

On Monday, MFS shares soared $ 9.94 to $ 44.81 on Nasdaq. WorldCom stock fell
$ 3.625 to $ 22.75.

Times Senior Economic Editor James Flanigan contributed to this story.

* ENIGMATIC FIGURE: WorldCom's CEO has some scratching their heads. D1

* WIRELESS DEAL: Mel signs a major contract with start-up NextWave. D1
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J.D. Power and Associates today released a special analysis, The Impact of

Bundling on Long Distance and Local Residential Telephone Service, which reveals
that long distance carriers may acquire more than one-third of the local
telephone market as well as retain a majority share of their own industry as the
boundaries between local and long distance are softened and competition
intensifies as a result of the 1996 Telecommunications Act.

Specifically, the report reveals that based on household bundling intentions,
the industry leaders who should retain the greatest proportion of their
customers, is Ameritech for local telephone and Sprint for long distance.

"These findings have major implications on what the
telecommunications industry may look like in the years ahead once competition
heats up between the long distance and local telephone carriers," commented Kirk
Parsons, senior manager of telecommunication services at J.D. Power and
Associates.

The special analysis, derived from the 1996 J.D. Power and
Associates Telecommunications Study of more than 6,100 U.S. households, gives
indepth details on the potential market share gains and losses among the three
major long distance carriers (AT&T, MCI and Sprint) and the nine largest
local telephone (seven regional bells, GTE and SNET) .

The report is based on findings from consumers indicating a likelihood
to bundle all their telecommunication services with one company. The
report indicates more than 65 percent of households are likely to sign up with
one company for all their telecommunication services, with the majority
choosing their current long distance carrier as that sole provider. The major
reasons consumers indicate a preference for long distance carriers are because
they provide a better, more reliable service, are more likely to offer
discounted rates, and have a stronger corporate image.

"Long distance companies may have an advantage over the local telephone and
cable companies because of their experience operating in a
competitive environment. However, the future success of any bundling or
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branding strategy hinges on a thorough understanding of what drives customer
satisfaction for each service," Parsons said.

J.D. Power and Associates is an international marketing information firm with
headquarters in Agoura Hills, California and offices in Detroit, Michigan;
westport, Connecticut; Torrance, California; Toronto, Canada; London, England;
Tokyo, Japan; and Seoul, Korea. J.D. Power and Associates is best known for
marketing information, consulting and measurement expertise in the areas of
consumer opinion and customer satisfaction, J.D. Power and Associates can be
accessed through the World Wide Web at http://www.jdpower.corri. Email:
info£jdpower.com.

No advertising or other promotional use can be made of the information
in this release or J.D. Power and Associates survey results without the
express prior written consent of J.D. Power and Associates.
SOURCE J.D. Power and Associates

CONTACT: Patricia A. Patano or Kristina L. Ferrin of J.D. Power
and Associates, 818-889-6330
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invitation to extend its reach into UK affairs and should refuse to adopt merger

conditions that would substitute the FCC's judgment for OFTEL's OJi-matters that

are unquestionably within the authority and competence of the UK regulator.

a. UK Backhaul Services Are Provided on a
Nondiscriminatory Basis at Competitive Prices

No party has alleged even a single instance of anti-competitive

behavior by BT concerning the provision of backhaul services. 29/ The Applicants'

competitors merely speculate about what could go wrong. Yet no basis exists for

concern both because OFTEL has in place a comprehensive regulatory program that

requires nondiscriminatory access at prices it oversees, and becaUse actual

competition in the provision of backhaul service ensures competitive pricing.

BT's obligation to connect to other operators at the cable station arises

from Condition 13 of its Licence. At the cable station, BT provides virtual co-

location to its competitors through "in-span handover," which is functionally

identical to the in-span interconnection that BT provides at other points where

operators connect to its system. 30/ The price for this service has been reviewed by

29/ "Backhaul" refers to connections to the land side of UK cable stations and
circuitry from a cable station to an operating center of BT or another operator.

30/ In-span handover at a cable station is simply a physical melding of the BT
fiber coming out of the cable station with the other operator's fiber in a protected
underground enclosure. AT&T's statement (at 29-30) that "'co-location' of
competing carrier facilities at the cable station has not been debated yet in the UK"
is beside the point given that MFS and Energis (in addition to Mercury) are already
co-located with BT at the Land's End station and are each providing backhaul in
competition with BT.

13
\\\DC· 51318131 ·0401991.06
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rN '!'?! NAnER OF THE RULEMAKING
Of :-:'!J: OJaJUfOMA CORPOAATION
COHHlSSION TO ESTABLISH ROLES AND
:U:GVl.oA'UONS FOR AI.. tEiUlATIV'E: rOPoMS
OF ?~GULA'fIONS ~N Ot<LAHOMA rOp. '!'HE
TElZCOMNONICATIONS INOcrSTRY.

Cause No. ~ 970000001

Notta: OF PROIOSED~G

Over the past two (2) years, che telecQmmunicat~O~S inauscry

nas ~rqone major changes &nQ, by all indic.eions. it Appears

chac con~1nuea change is on ~h. no:i%on. On :ecruary a, 1996, :he

?ruiceftC of trnieta States siqned into law the

'l"eleCQ,.,mle-tions Act of 1996:"A.ct"j, wh1ch amended the

Telecommunieatlons Act of 1934. ?rior to the passag_ of the ~t,

local exchange telecommunications services were monopoly services

reserved. exclusi"ly ~or a aes.1qnaced local exchange service

prov~l1eZ'. Kowever, as the indust=y evolved and technology

improved, a number of companiu ana inaiv1duals ceqan to review the

need to aodify th. policies of the relecommunications Ac~ of 1934

and its appl1cabillty in a llICClern marketplace. Therefore. CQnqresa

beqan to re-ex~ne che policies and philosophies of che

T~l,cQ~cations Ac~ of 1934, leadinq to the Telecommunications

Act of 1996.

'1'~. Act ~ttempts to cr,eatt federal leqislation thac recoqnizes

ch&nq.. in eh. telecommunications industry and promotes

competition. And just a.s federal pJUlosopllie. have c.ltanqed, statu

must ~lso beqin to examine their policies ~d philosophies. Many

states. includinq OklahoJU, have already becpm the process of

encou:aqi49 the development of cOU1Pet1tive telecommunications

urkets.

OUl'iAq the past r:.wo (2) years, :he Oklahoma corporation

Commisaioa (-Commi.ssion"] has hequn the process of re-examininq its

rules, Z'e9Ulat1ons ana policies on telecommunications. !n an

attempt to h&ve rules in place that addr... the current

marketplage, the Comm1s.ion created rule. establish1nq new m1n~um

service standards, rules autbcrizinq local exchanqe competition,

operator services. special access and intralata toll compet1tion,

and rule. allowinq, tor the first t1u, private payphone ownership

in Okl~. CurrenUy, the COftIIIi ssioa. hu· dockets open to
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?age to

establish :ules ~or competi. t1va ace!!! providers and '.:niveJ:'!Ill

5erv1~e. ~owever, :he Commission finda chae even with :he wor~

alr'~QY completed. ~re work is still required.

The Commission recoqni~es thae. as effective local exchanqe

competition a~rives in Okl~oma. appropriate rules and regulaclons

snould be in place co address the issues raised oy com~eti:~on.

~h. C~taion cherefore opena this Notice of ?~oposed Rulemaking

:0 receive comments and/or propoled rules to address the manner :~

which t.lecommunica~iQns providers are requlaced in Oklahoma. !~e

Commia.ioo. encourage. :1.0~ only ttleccmmunications service

providerS, but individuals ~d interested groups to participate in

::hh ruleaaakinq by fil1nq comments a.nd./or pro;Josed ?lans. 7he

Comm1••10ft find5 chat only wi~ participation from various part~.$

with 41?erse interests will the Commi~sion be able ~o establish

rules thae meet the n.eds of oklahom~ns ana encourage competition.

To as.1.C the Commis~ion in establishing new rule~, requl~t1ons,

and poUcles, the Commiuion requests cOllUlLents a.nd/or proposed

rul~s to the following qu~stionl:

pinONS

l. Since loc~l .xcnange competition has been ,1uthorized in

Oxlahoma, does the public interele necessitate a change in the way

the Ca.a1s.ioQ requ!~tes incumbent loc~l exchange companies

("rUC'-)?

2. !! your answer to the previous question is yes. ~lease

identify the public ineerest.

3. KwIC there be ett'ectlve local exchanqe competit:ion before

there should ~e a chlAqe in the way the COlllmiuion regulaee. lUes'?

4. sbaald the Co=m1••ion consider alternatives to rate baselrate

of re~ requlAtion for ILmC. cefore effective local competition

h~. beea &Cb1eved, even if only On a transitional basis?

,. Ple••• define "etfective loc~l exehanqe competition" in the

context o! your answers to question. J and 4.

6. .~e there any federal or state law' or rules that require the"

Commis.i~ co implemenc an alternative torm of re9ulationl If SQ.

please 1d1Dt1ty ~e &uthority •
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7. ~ there any federal or state laws or rules ~~at ?rohibit the

Co-.1.s.s1on from implementinq an ale.maUve 'orm of :equlat1on? !!

so, pl.... identify the authority.

8. Are ~here any currently open, or soon ~o be opened, :ederal or

stau deck.t (s) that ll1i.qht aUect the CommHsion'.5 aeurminacion Ot

whecher to implement an alternative ~orm at regulation or ~hich

form of alternative rec;ulaci.Qn the Commission should. :':nplement'? r~

so, pl•••• identify the docket.

9. ?l.... id.~t~fy the various :Q~ at telecommunication

:equlat:1on utilized throuqilout the country. ?lta.se provide a

description of how each torm of raqul&tion werlea and :.Ihich state (I)

utllhe it.

!O. How C&QY and wh1~ $cates nAve adopted alternacive to~ ot

reCJUJ.~t10D for !IJ:CS bator. tnu. was "effecti.v. local

compet1t1ou"? (O'se det1n1t1on ot competition noud in quest10n 51.

11. It you .support a particu.lar form. ot J:e9ulation, pl......

idenl:Uy the form or methocioloqy and. uplain and document why you

support 1.t.

12. What are en. poas1ble pos1t1ve and neqative etfeees of the

form of ~89Ulation on ILECS you support, ~h. telecommunications

induatry aDd conaumers?

12&. It you support 1mplementat1an. of an alte~tive fam of

requlat10G p~icr to ettective competition, explain how you~

propo8ed ..thad of requlation will protect against the potential

Abuse of IIIIXlOPOly power.

lJ. What time fr~e would be necessary to Lmple=.nt the form of

:equlac1CA that you support?

14. ItbaC economic: hctors must the CClIIlII1u10n. consider when

examin1o, the toxm ot regul.tion you support?

1.5. Pdozo to an alternative tom at rltqul.aticm l:le1nq i.IZlplUlanUd,

should the CollllL1uion condUct a rate revie", on any or dl rttes?

l6. Are eller-a 4ny ci::eumstances or factors that uke Olclanolll&

~que wheD eXfwiDinq Alternative fo~ of requlat1on?

17. Should the cammiaaion con.tinue to; uk. ctbtinctions by the

s1ze of tM ItEC wilen tJq)lor1l:1q alternative tom. of requJ.i.C10DS?

It yes, '*" It no, wily not1
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108. Sb.ou1c1 tne Coma1uion cre.,te a. Itt0eeas whereby each ILEC CQuld

choo•• the torm ot requlation thu best tits that pArticular ru:c?
Should there be criteria or limitationa tnat mus~ ~. ~.t 1~ the

selecelou of a particular form of requ1ation?

19. What ~re the possible disadvanca;es to navinq mulciple :orms

of re:qulat1on'?

20. What are the posa1Dle dludvaneaqu to requlat1nq Z-ocal

exchanq. prcv1<1us \,Ulan a1.ffednq rules at the same time? !n

o~.r ~, will some local e:xch.anqe serv1.ce provi<1ers have

advantave_ over other local e:xchan.ge service providers it multiple

fo~ ot requl&tion are applicAble to different providers?

21. Are t.~l!lre any additi.onal rules the commiSSion may neeci to

amencl or 1QOC1fy pr10r to the iJIlpl.enUt1.on of alternative toms of

requlation?

22. Are there are addit10nd statute. the CODIIL1s.ion may need to

s.ek modification of or enactment of, prior to i=p1ementation of.-alternAtivw fo:ms of regulation?

23. Are there any other relevue issua. the CQlllII\ission $houl.c1

con~t~~~ wneD trying to c=ea~e rules and requlat10ns to meet the

future telacoJIIID1lD1t:a.tions marJcet?

NO!!CI IS H:D.I:BY" GIVElf" that th.. Oklahoma. COl:POuUon

Commis.tom propose. to establish rules and· regulations regarainq

future to~ ot r.qu~at1o~ for ~e tel~cat1ans indu.try.

The commission proposes to amend Chapter 55 of Title 165 of

the Okl&boma Administrative Code ("OAe") ~nd add a new Subchapter

to ChapeK 55. The propoafKl Ch&n9'elS and additio~ wi.ll allow the

Comm1n101l to cre.u rule. to' modify th.e way in which. the

Commi••tOA regulate. telecommua1catioa. service providers 1n the

future.

NO'1'ICB IS HEREaY GIVEN that all inure.ted parties are

.ncoura~ co fU. written COllllllents and/or proposed :,ul•• on 01:

before February 10, 1997. All CQIlIHAts and/or ;roposed rules

,hould be f11ed with the CQJIIIIdasion' S COurt Clerk.' s attice, E'it'st

Floor, Jia Thorpe Bw.l~q, nOl Nor1:h Linc:o~ Boulevard, aklallom&

City, Okl.... Additionally, two sets of CODIIII8ntS aAClIor propou<1

r:uJ.es sbGaJd be sent to Jolm I. Gray, SU1.or Aasuta.zlt: Ge.aeral
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Notice of ProposeQ RUlamakinq
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Counsel:') P.O. Box 52000, Ox14hou City, Oxlihoma 731~Z-2000. All

comancs cd/or propose<:! rules sbould :.aeneify, by nwal:ler, the

quea~ion being addressed. .\ny party wanting co file ~.ply

--.....

commentoS, should do 30 on or before March 7, 1997. .;U reply

cOllllll.ent:a should ic1entify the comments .nd/or proposeci rules ~o

which the co~ntor i~ responainq.

~OftCl rs fURTHER GIVEN that Teebnical Conterences will be

h..1C1 :eImIarY 20. 1,997 ana April 1.7, 15J97, at 1.0: 00 O1.m.. in

Cour~=OCllIl 301, 1'hirc1 Floor, Jia thorpe Build.illq, 2101 North Linccln

90ulltV1l.ri, Oklahoma. C1. ty, Oklahoma. Adc1i tiona.l '1'echn1.eal

Conf.~~ =ay be held as nt.d.d.

~CZ IS roRtRER GIVEN that the Comm1$$ion Staff' shall make

available =-ft proposed. rules all Karch 28, 1997. followc<1 by a

final Staff proposed rule. on Kay 22, 1997.

~ra I! FURTHQ~~ • bea.ri11; in 1:111 above entitltd.

IUtter will bl he~~ J~ne 18, 1997, ab 9:30 a.~., in Commission
. I

Cour~~ 301, Third Floor, J~ Thorpe SUildinq, 2101 w. tincoln

Boulevuc:t, Oklahoma' C1ty, OklaholU.

Nonc:l IS t'ORTBEJl GIVEN tha1: questions reqarc:l1nq th.i:s propo••c1

rule••kior cbould be 1irected to John H. Gray, senior ~.1.tant. '

General COUUel, 400 J1m Thoz:pa - BuildiD.q, 2101 North Uncoln

Boul.~ Oklahoma City, Oklahoma 7310', (40'1 '21-2322 .

........
ION CQetISSIOH or OICWlC'MA



0"

31



_.'

~~I7~= ~~A~ES ::STR::~ ::~~7

:':JR -=-:~E ::3TR::~ ':'? ,=::..~~:.;.

....

t'lainc::.::,

'.I.

WESTERN ELECTRIC ~OMPANY.

:~C. and ~~RICAN TELEPHONE
AND ~ELEGRAPH COMPANY,

Defendancs.

~O: :OHE DEPARTMENT OF ~uST:~E

AT&T'S OPPOSITION TO AMERITECH'S MOT:ONS
FOR "PERMANENT" AND' "TEMPORARY" WAIVERS FROM
THE INIEREXCHANGE RESTRICTION OF ~~E DECREE

MARK C. ROSENBLu~

JOHN J. LANGHAUSER
295 North Maple Avenue
Basking Ridge, ~J 07920

Of Counsel:

HOWARD J. TRIENENS
JOHN D. ZBGLIS
SIDLEY & AUSTIN

February 15, 1994

DAVID W. CARPENTER
One ~irst ~at~onal Plaza
Chicago, :L 60603

ROBERT D. McLEAN, JR.
(D.C. Bar ~o. :03606)

MARC E. MANLY
(D.C. Bar ~o. 413983)
1722 Eye Street, N.W.
Washington, D.C. 20006
(202) 736-8000

Attorneys for American Telephone
and Telegraph Company



· ... oen ........ 1'''"' a oos.;r-....:-.n IT:"'K'e :"" ..... Q_ of~-_-r :_~ )t.::ur::::"o_!'la·Q_~ -=--:.cArne r 1 _ _ •• - ~ .. _ ... - - -..J... - ~ • "'" - - - - - ~ - - ~

local exchange advantages c::::"8vided ~: can simultaneously =:d
--....'

itself cf the .

....
interexchange p::::"ohibi::8n" attests t8 ::s

conti~ui~g monopoly .- only one wit~ market power cculd prcpose

to perm:t c8mpetition on the basis c: self-imposed ccndi::ons.

~ Amer. ~em., p. 5 (emphasis added). Similarly, only one

confident that it would be better 9ff by making this offer would

rationally do so.

Finally, Ameriteeh makes two other, related arguments

concerning alleged changes in market circumstances. each of which

lacks merit. First, Ameritech argues (Amer. Mem., pp. :0-11)

that it should be allowed to enter the interLATA market because

now there are several well-established carriers. Although it may

be true that there is little reason to fear that Ameriteeh could

monopolize the interexchange market driving AT&T, MCr and

-'

"--..--"

Sprint out of business -- that does not mean that Ameritech would

be precluded from using its complete monopoly in the local

exchange market to impede competition in the long-distance market

through cross-subsidies and other anticompetitive measures (as

demonstrated throughout this response). ~, ~,

Willig/Bernheim Aff., pp. 36-37. As Ameritech's expert also

correctly states, an RBOC would exercise market power if it used

its monopoly position in the exchange to "eliminate" or

"constrain" a "more efficient [long distance] rival," even if

other long distance carriers remained in the market. Teece

Report, , 10; ~~, " 13-24.
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By H••••Jlq.~

Hr. Richard L. Rosen
Chiet, communications and Finance section
Antitrust Division
O.S. Department ot Ju.tic.
555 Fourth Street, N.W.
Washinqtcn, D.C. 20001

Ra: 80uthve.tera .ell'••aiY.~ Requ•• t
to .~avi4e IAte~..o'aage Servia•
• aiver wo. W0202

Dear Mr. Rosen:

MCl communications corporation ("HCI") submits the
attach.d comments concarninq Southwe.tern Bell's requast tor
a.n "expedited" waiver to provide interexchanqa service.

Mel would be ple••ed to provide any additional
information useful to the Departmen~ in ita evaluation of
sn·. petition.

Sincerely yours,

~ L. bf'tw...
Anthony ~. Epstein

cc: Martin E. GrambCN
David W. Carpenter
Michael B. Finqerhut
Robert J. AUio1:h



Intarexchanq. carriers remain d.pendQn~ on SWB tor exchange

ace••• in states where. SWB retains its ~ocal bottleneck. itA
IReqional Company that compet.. aqainst iUeh providers every-

Where except in its own reqion would not find it difficult to

~i.criminat. aqainst such a provider in its reqion, th.~eby

damaq1nq the competitor's service and reputation on a nation­

al baai•• " 1989-1 Trade Cas. at 61,26,lv

This danq_r i. addressed onlylin the Affidavit of

Alfred E. Kahn and William E. Taylor, at 1~-16 (EX. 4 to SWB

Mem.) ("Kahn/Taylor Aft. "). Althoulih Kahn ant! TaYlor dismiss

this risk as speculative or remote or in41rect, their rea.ons

do not stand up. Their principal arqument is that SWB would

not want to jeopardize in-rlqion revenues and profits trom

aac••• charqe.. However, SWB would not expect such di.crimi­

nation to reduce tftterexchanq_ traffic ori;inating in ita

reqion. Kahn and Taylor Ilcknowledq. that sn retains its

local monopoly, Kahn/Taylor Atf. 7 , 17 (local 8x~anqe

carriers "now dominate the provi.ion of telephone service");

se. Affidavit of Gary S. Becker, at 7 (Ex. 1 to SWB Mem.), so

cuet01lera in SWB' II tani UJry Who w.n~ to makil interexchanje

calls have no .It:erna~iv. but to continua 'to 11•• the intar-

v swa'. ability .ignificantly to inore••• it. rivals'
C08-tS uista even it sn controls 1••• than ten percent of
local exchange ••rvice and even if 1... than five percent of
1nterexchanqe traffic ori;1nate. ou~.ide and terminate.
in.lele SWB' II territory. an l1em. 3-4 • Nor woultS structural
.eparation of SWB'. interaxchanqe affiliate (SWB M... 20) do
anythinq to rec1uce the danqers at di.cr1Jllinat1on. Se.
Response ot the United state. to PUblic Comments on 'roposed
Moditication ot Final JUdqment, 47 red. Req. 23320. 2333S-37
(May 27, 1982).
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_. Before the
FEDERAL COMMUNICAnONS COMMISSION

Washington, D.C. 20554 ,-

RECeIVED

NOV· 181996'

In the Matter of

AT&T Petition for Waiver of
Section 64.1701 of
the Commission's Rules

)
)
)
)
)

CCB/CPD Docket No. 96-26

COMMENTS OF BELL ATLANTIC l

Not content with its current regulatory advantages, AT&T seeks to gain a further artificial

advantage through regulatory sleight of hand. AT&T argues that the existence of Bell Atlantic's

corridor service -- a unique service whose continuation was grandfathered under the 1996

Telecommunications Act -- entitles AT&T to a waiver from the Act's geographic rate averaging

requirements. Despite the regulatory advantages that AT&T's existing service already enjoys over

corridor, AT&T seeks even greater freedom. At the same time, it argues that the Commission

should deny any regulatory flexibility for the Bell Atlantic service it competes with. It can't have it

both ways. The Commission should reject AT&T's latest attempt at regulatory gamesmanship, and

instead should act on Bell Atlantic's long-standing petition that would allow corridor service to

compete on more equal tenns with large interLATA service providers such as AT&T.

This filing is on behalf of Bell Atlantic Communications, Inc. and the Bell Atlantic
telephone companies ("Bell Atlantic"), which are Bell Atlantic-Delaware, Inc.; Bell Atlantic­
Maryland, Inc.; Bell Atlantic-New Jersey, Inc.; Bell Atlantic-Pennsylvania, Inc.; Bell Atlantic­
Virginia, Inc.; Bell Atlantic-Washington, D.C., Inc.; and Bell Atlantic-West Virginia, Inc.
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unlike services. to In contrast to generic long distance service, which has no limits on its reach.
....

corridor service is geographically constrained, and can only be used \vithin the predetennined

corridor areas. Indeed, not only is Bell Atlantic corridor service distinct from generic long

distance service, it is regulated differently as well. As Bell Atlantic has shown, current

regulations would prevent Bell Atlantic from raising its corridor rates to match current long

distance rates. II They also limit the ability of the operating telephone companies to coordinate

their provision of corridor service with the generic long distance service provided by a separated

long distance affiliate. 12

AT&T makes the unsubstantiated claim that Bell Atlantic is able to charge lower prices

for its corridor service because of "higher access charges AT&T must pay Bell Atlantic."l3 This

is untrue, and AT&T knows it to be untrue. As required, corridor service pays (and publicly

reports) the full tariffed access rates as an imputed expense. 14 It receives no special discounts

over the rates paid by AT&T. 15

If the Commission should nevertheless find that its rules require that corridor service
rates must be averaged with Bell Atlantic affiliates' generic long distance services, Bell Atlantic
hereby requests that the Commission grant AT&T's petition in part for the limited purpose of
providing Bell Atlantic a waiver of those rules with respect to its corridor service.

II Bell Atlantic Reply Comments at 4.

12 See 47 U.S.c. § 272; see also Bell Operating Company Provision of Out-of-Region
Interstate, lnterexchange Services, CC Docket No. 96-21, Report and Order, 11 19 (re!. July 1,
1996).
13 AT&T Petition at 4.

See 47 C.F.R. § 61.44(b).

-
15 Indeed, because corridor service imputes a transport rate based on the average charge to
all carriers, it is likely that it pays a higher rate than AT&T which, because of its size, can take
advantage of the relatively less expensive high-capacity services.
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